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B JUDITHB ROBSON

STATE SENATOR WISCONSIN LEGISLATURE
CHAIR, HUMAN SERVICES AND AGING COMMITTEE
Co-CHAIR, JOINT COMMITTEE FOR REVIEW OF ADMINISTRATIVE RULES

To:  Members of the Senate Committee on Human Services and Aging

Re:  Paper Ballots

Date: March 21, 2000

Attached please find paper ballots on the following bills:

e AJR 107, relating to memorializing Congress to pass The Senior Citizen's Freedom to
Work Act (H.R.5), eliminating the Social Security earnings limit;

e AB 587, relating to eligibility of second cousins for payments under the kinship care
and long-term kinship care programs;

e AB 802, relating to supplemental funding for elderly nutrition programs and making
appropriations;

e SB 420, relating to appeals of substantiated neglect findings, public disclosure of
certain child abuse and neglect information when there is a child fatality and access to
child abuse and neglect information by a citizen review panel established or
designated by the department of health and family services or county department of
human services or social services; and

e SB 435, relating to requiring the department of workforce development to submit to
the governor, the joint committee on finance, the department of administration and
certain standing committees a statewide plan for providing employment and support
services to low-income, noncustodial parents.

I am taking the unusual step of balloting AJR 107, AB 587 and AB 802 without a hearing
because the bills are so simple as to not need explanation. SB 420 and SB 435 did have a hearing

before the committee.

Please return your ballots to me no later than noon on Thursday, March 23, 2000.
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Senate Bill 435
Requiring DWD to develop a statewide plan for
providing employment and support services to low-
income non-custodial parents

Senate Human Services and Aging Committee
State Capitol, Room 201 Southeast
March 9, 2000

By State Representative Antonio R. Riley

Chairperson Robson, committee members...

Thank you for giving me the opportunity this morning to testify in favor
of Senate Bill 435, authored by Senators Rosenzweig and Moore and

Representatives Jeskewitz, Plale and myself.

Helping all low-income people—in as wide a variety of circumstances

and life-situations as possible—to connect to jobs...

...to help them stay employed...

...to help them keep advancing up the job ladder...

..remains a core policy goal of mine.
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If enacted, Senate Bill 435 would move Wisconsin closer to realizing

this goal.
As you may know, the bill would require the Department of Workforce
Development to develop a plan to provide employment and support

services to low-income, non-custodial parents.

It's my opinion—my strong conviction—that Wisconsin should
develop programs that provide employment and support services for
all low-income people...

...including the working poor...

...those without prior employment experience...

...low-income people with or without children...

...custodial and non-custodial parents...

...the married...the single...

...part-time workers, full-time workers...

. those with or without disabilities...

...people in need of re-training or who are forced to change careers...



But it makes sense to begin extending such services by first
incorporating non-custodial parents—a key group of low-income
people, who should be encouraged to help support their children.

Now, | take it for granted that the benefits of doing more to help this

group of people connect to work is clear to everyone...

...Most obviously, helping non-custodial parents stay connected to
work will likely result in helping to stabilize the finances of the child's

household.

...For a child living in a low-income neighborhood, having a father—
which is the most typical profile of the non-custodial parent
population—gainfully employed is a powerful, positive example for

the child.

...Less obviously, helping non-custodial parents will strengthen low-
income neighborhoods as a whole. The more people who are working
and earning enough money to climb out of poverty, the better the
whole neighborhood—including the women who are taking care of
the children—uwill fare...Neighborhoods populated by working people

are safer, healthier neighborhoods.

While the benefits of helping this population are clear enough, the
fact that Wisconsin's economy is generating jobs...that businesses
complain of labor shortages...that tax revenues exceed
projections...and that many people across the state and across the



income spectrum are making more money...may hide the needto

help this population.
But consider...

At the same time that Wisconsin's economy is performing at peak
levels, the central city neighborhoods in Milwaukee that | represent

continue to suffer high unemployment and poverty rates.

And this is especially true—a fact that is very disturbing to me
personally—among young African-American men, many of whom are

non-custodial parents.

This situation—in which a cluster of neighborhoods remain stranded

in poverty while prosperity flows all around—is intolerably frustrating.

On the bright side, Wisconsin can already pride itself on having
identified low-income non-custodial parents as a key group to help

strengthen.

Under the leadership of Governor Thompson and Linda Stewart,
Secretary of the Department of Workforce Development, Wisconsin
already makes some employment services available to non-custodial

parents...

For example...



...W-2 case management services—including job search
assistance—are available to non-custodial parents if their child's

custodial parent is a W-2 participant...

...under the newly enacted Workforce Attachment and Advancement
program, a broad range of employment-related supports and
programs will be available to non-custodial parents...Commendably,
the Governor and Department went out of their way to make sure

non-custodial parents were targeted as key constituents of this new

program...

...additionally, some funds are available for non-custodial parents
through the Fatherhood Initiative and through Welfare-to-Work

grants.
Wisconsin has—without a doubt—made a good start.

But the time has come for Wisconsin to make yet another one of its

historic, progressive strides forward...

Given how the federal government has significantly broadened the

possible ways states can use TANF funds...

_..the time has definitely arrived for Wisconsin to coordinate its well-
intentioned, but currently scattered efforts on behalf of non-custodial

parents....




_..it is now time to put these services together under one umbrella, to
give them a name that the public and the targeted populations can

recognize...

__itis time for the state to publicly and boldly underline the priority of
extending services to this population by creating a unified statewide

plan...

__itis time for the state to understand that it's not always enough to
offer the right kinds of programs and services...sometimes, what's
needed is aggressive outreach efforts to make sure that everyone

who can benefit from a program actually does benefit from it ...

...In short, it's time for this bill.

| strongly urge this committee to move quickly to approve this bill.

If you do so, during next year's budget deliberations, you will have
helped to position Wisconsin to remain the leading state in the nation

in developing progressive employment policies for low-income

people.
Thank you.
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On behalf of Mayor Norquist and the City of Milwaukee, I want to express
my strong support for S.B. 435.

Every child has two parents, and that simple fact creates two sets of
responsibilities. The first set of responsibilities falls on the child’s two parents.
Like the mother, who is almost always a custodial parent, the father, who is often
a non-custodial parent, has a fundamental obligation to work to provide both the
child and himself enough money to live a decent life. But the creation of a child
also creates a second set of responsibilities. If either the mother or the father, in
meeting their responsibilities, can’t find work, then it makes sense to ask
community as a whole, through government, to help her or help him to find work.

W-2 has done a good job in clarifying the custodial parent’s obligation to
work, and it has done a pretty good start in helping custodial parents find work,
making work pay, and supporting work through subsidized child care and health
care, including the new BadgerCare program. W-2 remains a work in progress.
Further improvement is needed. But today we’re here to talk about the other half
of the picture.

With respect to non-custodial parents, both federal and state law do a good
job of making explicit the obligation to provide support.

The missing piece is a comprehensive program to help non-custodial
parents actually find the jobs they need to pay the child support they owe, and to
sustain themselves as they go through life.

SB 453 is the starting point in creating such a comprehensive program for
connecting non-custodial parents to Wisconsin’s now-booming labor market.

Even before this legislation, some of the pieces needed to create a
comprehensive program for non-custodial parents have been set in place. I want
to commend Governor Thompson, the Wisconsin legislature, and our state’s local
Private Industry Councils for enacting the Workforce Attachment and



Advancement (WAA) program, obtaining federal Welfare-to-Work funding (both
formula grant funds and some competitive grant funds), and creating a fatherhood
initiative. Each of these programs addresses in part the need to connect non-
custodial parents to the labor market. They are important pieces of the puzzle.

But we all know that, however well these programs are administered, they
will leave thousands of our state’s low-income non-custodial parents without help
in finding a job. They were simply not designed to tackle the whole problem.

Missing on the statue books is an answer to the big question: What is
Wisconsin’s plan for connecting all of our state’s low-income non-custodial
parents to the jobs they need to pay their child support and support themselves?

SB 435 asks that question, and creates a coherent process for formulating
an answer. DWD, as the lead agency for helping to connect custodial mothers to
jobs, will be required to develop a plan for connecting the fathers of their children
to jobs. The other state agency with the greatest stake in the answer--DHFS--
must be consulted. I suspect, somehow, that DOA will get involved even before
DWD’s report is formally submitted to DOA. And then DOA, formally, and the
responsible committees of the Legislature take over. This is a straightforward and
rational approach. I urge the Committee to adopt it and approve SB 435.

There are two changes in the bill that I would ask you to consider making.

The first relates to fall-back community service jobs, or as I prefer to call
them these days: subsidized private sector employment. One of the strengths of
W-2 is the fact that, with respect to custodial parents, the program acknowledges
that subsidized work itself--the experience of actually performing a job-- is often
the best form of preparation for unsubsidized private-sector employment, as well
as a broadly accepted basis for paying parents the money they need to live on. It
is my understanding that the largest percentage of W-2 participants now fill
community service job slots. But CSJs are missing from SB 435. Or, at least,
they’re not mentioned in explicit language. DWD would have to take hold of a
broader phrase like “employment...services” or “job...training” to justify the
inclusion of CSJs in the plan for non-custodial parents that it submits on March 1,
2001.

SB 435 would be improved, I believe, if you amended it to include fall-back
community service jobs--using the term subsidized private sector employment--as
an option for those non-custodial parents who have not been able to obtain regular
unsubsidized jobs after receiving the specific services that are mentioned in the
bill, e.g., job training, job readiness skills training, etc. To invite a non-custodial
parent into the system, train him for several weeks, and then leave him idle and
frustrated after he’s made a good faith effort to find a private-sector job, is a
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recipe for disillusion and failure.

Specifically, I recommend that on page 2, under Section 1 (1)(a), line 9,
you insert after “health care” a comma and then the words: “subsidized private
sector employment if a good faith effort to find unsubsidized employment has not
been successful”.

Why, rather than W-2’s phrase “community service jobs”, do I propose the
alternative language “subsidized private sector employment”? The answer will
come as no surprise to members of the Committee. Both Mayor Norquist and I
feel strongly that fall-back jobs for low-income adults that are paid for by .
government tax dollars should nonetheless resemble private-sector jobs as closely
as possible. Workers should work first and be paid later (in fact, work a week,
and be paid the next week, just like at McDonald’s or Walgreen’s), be paid real
wages, have their wages docked by their bosses if they don’t work (rather than
have their grants “sanctioned” by bureaucrats if they don’t meet their “work
requirement”), pay Social Security and Medicare taxes like the rest of us, and be
eligible for the EITC if they have dependent children and otherwise qualify.
Changing the name of Wisconsin’s subsidized fall-back jobs from “community
service jobs” to “subsidized private sector employment” helps to emphasize this
shift in approach. Also, discussions I’ve had with officials from the IRS and U.S.
Department of the Treasury indicate that we’re more likely at the margin to avoid
problems with the tax treatment of fall-back job wages, because of certain quirks
in federal law too complicated to explain here, if we change the name from
“community service jobs” to “subsidized private sector employment.”

The second amendment I’d suggest relates to the administrative structure of
the program to be created for low-income non-custodial parents. SB 435 doesn’t
speak to whether this program will be folded into W-2 or operate as a separate
program. I feel, pretty strongly at this point, that W-2 should be expanded to
include non-custodial parents, and that we should use the same W-2 agencies and
locations and staff and manuals for both low-income custodial parents and low-
income custodial parents. Doing so, I believe, would avoid confusion, reduce
bureaucratic overhead, and save money. Others may disagree. My point here is
not to debate the substantive question but to ask that SB 435 be amended to direct
DWD to answer the question. I suggest that on page 2, under Section 1 (1)(b),
after line 23, you insert a new paragraph 6 that reads: “A description of how the
plan for will be administered, including whether it will be incorporated in the
Wisconsin Works (W-2) program or operate as a separate program.”

Thank you for the opportunity to testify. I’d be glad to answer any
questions.
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ROSENZWEIG

State Senator, 5th Senate District

TO: Members of the Senate Committee on Human Services and Aging
FROM: Senator Peggy Rosenzweig
DATE: March 9, 2000

RE: Senate Bill 435

I would like to first thank Senator Robson for holding such a prompt hearing on this bill,
which I believe to be important legislation for this state. Senate Bill 435 directs the
Department of Workforce Development to submit a statewide plan, for providing
comprehensive services to noncustodial parents, to the Governor, DOA, the Joint
Committee on Finance and appropriate standing committees by March 1, 2001.

I asked for this legislation to be drafted because I believe that noncustodial parents are a
critical part of the process of moving people from welfare to work and self-sufficiency.
Noncustodial parents as a group are often ignored when it comes to receiving services,
yet they are an important cog in any family, both financially and emotionally. Ibelieve
that if noncustodial parents are given employment and support services, they will be more
likely to support their children and be an integral part of their life.

Few states have done anything organized to help this group of people. In fact, only
Connecticut and Florida have any organized, statewide program to aid noncustodial
parents. Once again, Wisconsin can be a leader in the nation, as we were with W-2, and
provide aid to a population that is critical to the ultimate success and self-sufficiency of
many families.

I have been very interested in this topic, especially as the W-2 program has continued to
evolve over the last few years. In speaking with national organizations and our
Legislative Fiscal Bureau, it became apparent to me that there was the opportunity and
the money to serve this population. In fact, federal law and regulations regarding TANF
funding specify that TANF funds must be used to accomplish one or more of the
following purposes:

(1) to provide assistance to "needy" families so children may be cared for in their homes
or in the homes of relatives;

(2) to end the dependence of "needy" parents on government benefits by promoting job
preparation, work and marriage;

(3) to prevent and reduce the incidence of out-of-wedlock pregnancies; and
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(4) to encourage the formation and maintenance of two-parent families.

There is no question that TANF funds (and state MOE dollars) can be used to provide
services to noncustodial parents that meet the above purposes. While there are some
programs in place in Wisconsin to serve this population, the approach has always seemed
piece-meal and unfocused. I think a statewide program that takes a holistic approach to
helping non-custodial parents become more productive members of society and their
families would better serve Wisconsin. Ibelieve this bill will help us achieve that goal
and I look forward to your support.

I would be happy to answer any questions that you may have on this bill.
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MILWAUKEE JOBS INITIATIVE

T | Senate Committee on Human Sewfces and Aging
':i{) Ar Steve Holt, Executive Director

GATE; March 9, 2000

RE: Senate Bill 435

i regret that | was unable to attend today’s hearing on Senate Bill 435, which would
zrire the Department of Workforce Development to submit a statewide plan for
g emoloyment and support services to low-income non-custodial parents.

i Lrge your support of Senate Bill 435 and its adoption by the Wisconsin Legislature.

#r.snonsin has devoted considerable resources in recent years to assisting very-low-
income custodial parents. But the state has had relatively little success in connecting
d12 ner-custodial parents. This is unfortunate, because the economic well-being of
dren is tied'to the fortunes of both parents. Moreover, low-income workers who are

~custodial parents deserve our support in their quest to support themselves and their
25 out of poverty.

: Kilwaukee Jobs Initiative is a multi-year effort to improve the connections of
ukee's central city residents to higher-paying, career-oriented jobs in the regional
raarket. MJl has concentrated its efforts in the manufacturing, construction,

g, and hospitality sectors. To date, MJI projects have placed 777 individuals in
th an average starting wage of $11 an hour.

m;,ﬂ:zstodia! parents. Looking more closely at this group helps give a picture of the
n2eds of low-income non-custodial parents.

% of ~onsustent labor force attachment is a significant problem for this group. More
¢z half of the MJI non-custodial parents had worked Jess than 40 weeks in the prior
ear. Thirty-six percent worked less than 26 weeks (half a year).

5 300

tty wortk histories are evidenced by income. In the year preceding their
lverrient with MJI, two-thirds of the non-custodial parents had a total income under
0. Nearly a third had made less than $6,000.
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PHONE NO.

Sanate Committee on Human Services and Aging
March 9, 2000
Page Two

-izducational deficits are a major contributor to the problem of poor labor force
ztachment. Four out of ten of the MJ! non-custodial parents have completed less than
tvelve years of school. In a job market in which a high school diploma (or perhaps its

. 2’»ent) is an entry-level requirement to most jobs with futures, this high number of
uts presents a tremendous challenge.

Trangporiation presents another significant barrier to many of the non-custodial parents
wa have worked with. A lack of a valid driver’s license is a large and growing problem:
15% never have had a license, and an additional 24% have lost the license they once
bdd Four out of ten of these participants relied on public transportation to get to their

: ; many of the more promising jobs in the Milwaukee area are far beyond the

~zanh of current bus routes.

St workmg spottily in a series of low-paying jobs often have no health insurance.
33% of the MJI non-custodial parents had no access to either health insurance or
iive health care services in their most recent job. Poor health often exacerbates

7 and keeping a better job.

. or MJI's experience, there is a significant need among low-income, non-custodial
¢ for g wide range of employment and support services. It is important for the

2 1o develop and implement a statewide plan for devoting available resources to this
@ population. Senate Bill 435 moves us forward in that effort.
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DWD PROGRAMS AND SERVICES TO NONCUSTODIAL PARENTS

EXISTING RESOURCES J

The Wisconsin Works (W-2) program offers case management services, job search assistance, job skills
training, basic education and/or work experience opportunities, ongoing assessment, partnering with
community resources, and encouraging family support to noncustodial parents of children in families
participating in W-2.

NOTES: In an effort to promote this aspect of W-2, new contract requirements effective January 2000 require
the W-2 agencies to conduct outreach activities to provide noncustodial parents information about the
availability of these and other services.

Children First provides job search assistance, work experience, education and training and case
management to noncustodial parents court ordered into participation because they have no means from which
to pay child support.

NOTES: Program is operational in 43 counties and one tribe. Served approximately 3500 noncustodial
parents in 1999. Wisconsin Act 9 increased maximum reimbursement to agency from $200 per participant to
$400 in an effort to bolster services, although the base funding amount stayed the same.

The Welfare-to-Work (WtW) program can provide job readiness and job retention services to noncustodial
parents, including paying for work related clothing and tools, technical education courses, and English As A
Second Language instruction.

NOTES: Wisconsin was one of the first states to specifically target noncustodial parents for services under
WtW. Federal eligibility changes effective 7/1/2000 will make it easier to serve noncustodial parents. 219
noncustodial parents have been served under the general program, and another 63 have been served by the
special project (NOW) funded and operated in conjunction with the Department of Corrections.

The Team Parenting Demonstration Project provides services aimed at promoting responsible parenting,
cooperation with child support, and increasing fatherly involvement in the lives of their children to unwed
fathers. This demonstration currently operates in Racine County and may be expanded in the near future to
Milwaukee. 100 fathers have been served.

Wisconsin Job Centers are the focal points for delivery of DWD programs that serve the NCP population,
including WAA, WtW, Children First and others. Job Centers offer a broad range of services from multiple
programs, including labor exchange services, individualized programs like W-2, DVR, and WIA training, and
access to support services.

r NEW INITIATIVES PLANNED

W-2 agencies are or plan to use Community Reinvestment funds to bolster programs and services for
noncustodial parents in their communities. As one example, Ashland County intends to begin a “Men in
Recovery” AODA program for noncustodial parents aged 18-24.

The new Workforce Attachment and Advancement Program (WAA) program can provide broad range of
job readiness, job retention and advancement services including training to TANF eligible noncustodial
parents. WAA services are starting this spring statewide.

Under the Workforce Investment Act, noncustodial parents can be served as part of adult population. All
persons can receive core services such as job listings and assistance with job search through Job Centers. All
persons are also eligible for intensive services such as individualized assessment, and job readiness.
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Executive Summary

Spurred on by the passage of the landmark welfare reform legislation -- the Personal Responsibility
and Work Opportunity Reconciliation Act of 1996 -- States have made tremendous progress toward
the critical goal of moving families from welfare to work. More families are entering employment,

earnings are up, and caseloads are down.
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The Temporary Assistance for Needy Families (TANF) program has given States new opportunities
to develop and implement creative and innovative strategies and approaches to remove families from
a cycle of dependency on public assistance and into work. For example, many are turning welfare
offices into comprehensive service centers focused on work or changing policies so that work pays.

However, in spite of some dramatic results, there are still individuals not working or in entry-level
jobs, with incomes that are too low or too erratic to raise their families above poverty. Under TANF,
States have the flexibility and resources to develop programs that reach all families, promote success
at work, and convert welfare offices into job centers. The task of welfare reform is far from finished.
We encourage States to take the critical next steps to ensure that all families get the essential supports
they need to get a job, succeed at work, and move out of poverty. Some important areas for States
and communities to address include:

e Ensuring that families have sufficient food, medical coverage, quality, affordable child care,
and reliable transportation that enables them to work;

« Ensuring that custodial parents receive child support from noncustodial parents so they may
pay their bills and adequately provide for their children;

e Focusing on educational and training opportunities that improve wages and working conditions
for low-income families;

o Crafting services for families with special needs or multiple employment barriers that
appropriately and effectively address their needs; and

o Developing collaborative linkages among employers, local leaders and organizations, and
faith-based and nonprofit community groups so as to combine their resources and talents to
create jobs, support work, and make low-income neighborhoods more viable.

The TANF program provides extraordinary flexibility for funding a wide variety of employment and
training activities, supportive services, and benefits that will enable clients to get a job, keep a job,
and improve their economic circumstances. TANF funds are much more flexible than funds under the
prior entitlement programs. So States should start with the assumption that they may use these
funds in innovative ways to achieve the critical goals laid out in the TANF statute.

As a general rule, States (or local governments and other agencies where decision-making has
devolved from the State agency) must use the available funds for eligible, needy families with a child

and for one of the four purposes of the TANF program:

1. To provide assistance to needy families;

2. To end dependence of needy parents by promoting job preparation, work and marriage;
3. To prevent and reduce out-of-wedlock pregnancies; and

4. To encourage the formation and maintenance of two-parent families.

States must use objective criteria for determining eligibility and benefits. However, they may decide
the income and resource standards that they will use to determine eligibility, and they may set
different financial eligibility criteria for different benefits or services. (For example, they could limit
eligibility for cash assistance to families living below poverty, but provide supportive services like
child care and transportation to working families with incomes up to 185% of poverty.) Further, since
individuals do not have an entitlement to TANF benefits, States may elect to target benefits to
families with incomes below their established eligibility guidelines.

States fund their TANF programs with a combination of Federal and State funds. While both are very

http://www.acf.dhhs.gov/programs/ofa/funds2.htm 5/17/99




Program Annoucement Form | Page 4 of 23

flexible, the two sources of funds entail somewhat different rules and restrictions.

Federal TANF Funds. If States use Federal funds provided through their TANF block
grants to provide "assistance," recipients are subject to work and participation
requirements, a five-year time limit on Federal assistance, data reporting, and certain
prohibitions. But these restrictions do not generally apply to other services and benefits
that are not "assistance.” Also, States have broad discretion to provide a wide range of
benefits and services and to set different eligibility standards for the different types of

benefits.

State '""maintenance-of-effort” (MOE) funds. States must spend 80% of their historic
level of spending (FY 1994) -- or 75% if they meet work participation requirements -- on
"qualified State expenditures” to meet the basic MOE requirement. All MOE funds must
be spent on TANF eligible families. '

This guide suggests some of the many flexible ways States may expend their Federal TANF and State
MOE funds to further the purposes of the TANF program. These examples are by no means
exhaustive. They merely serve to illustrate a few of the possibilities that State and local agencies,
State legislators, communities, community-based organizations, and advocates may consider when
designing an array of benefits, services, and supports that will accomplish one of the four purposes of
the TANF program. We hope that the principles and illustrations in this guidance will promote the
design of creative and innovative programs that effectively address the needs of low-income families.

This guide is organized into seven sections:

Introduction provides some background information, explaining what progress has been
made on welfare reform, what the funding situation is, the purposes of TANF, and the
purpose of this guide.

Considerations in Deciding Whether A Use of Funds is Appropriate presents a list of
factors which a State would consider in deciding what benefits and services to fund with
Federal or State dollars. ‘

Federal TANF Funds addresses the basic criteria that apply to the expenditure of the
Federal block grant funds.

State Maintenance-of-Effort (MOE) Funds addresses the basic criteria for determining
whether State expenditures would count as part of the minimum State financial
contribution to the TANF program.

~ Appropriate Uses of Funds provides numerous examples of benefits and services that
might be paid for with Federal TANF or State MOE funds.

Additional Considerations provides more detailed information about the potential
implications of providing "assistance" and other kinds of benefits under the TANF
program. It also provides more detailed information about what kinds of expenditures are

allowable.
General Guidance and References identifies additional sources of information about

the appropriate use of Federal and State funds. It also includes a chart summarizing the
specific program requirements that would apply under different State program designs.

We hope that this guide will facilitate the development and sharing of creative ideas, and we invite
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States to send us information about successful strategies and innovative approaches. We will post:
them on our Internet page (www.acf.dhhs.gov) so that everyone can benefit from this
information. Also. we encourage contact with Regional Office or Central Office staff who are
available to answer any fiscal or policy questions about strategies being considered.

Introduction

. The purpose of this guide

The purpose of this guide is to show how States may use Federal TANF and State MOE funds to
support working families and to address the needs of clients with barriers to self-sufficiency. The
flexibility available under TANF presents new opportunities for funding a greater variety of
activities, services, and benefits and for fostering new collaborative partnerships.

Because the funding of TANF is complex, State agencies, advocates, community groups, and State
legislators may be unsure about the array of options available. Therefore, we developed this guide
as a ready reference tool that would promote creative thinking about potential services, supports,
and activities that States might adopt to further the purposes of the TANF program.

This guide presents examples of the many flexible ways States may use TANF and MOE funds to
further the purposes of the TANF program. It does not contain new rules or policies. Although it
summarizes the general limitations and prohibitions on the use of funds, we do not intend for it to
serve as a definitive policy manual. States and locales should review the recently issued final rules
and consult with Regional Office or Central Office staff if they have fiscal or policy questions
about strategies they are considering.

The guide does not attempt to identify all possible appropriate uses of TANF and MOE funds, but
simply provides a list of representative examples. Omission of a particular activity or service from
the list does not necessarily mean that associated expenditures are not allowable. Also, inclusion of
a particular example does not mean that such expenditures are categorically allowable, under all
funding streams or for all types of recipients.

. Accomplishments

Over the past several years, States have made great progress toward the critical goal of moving
families from welfare to work, spurred on by the passage of the landmark Personal Responsibility
and Work Opportunity Reconciliation Act of 1996 (PRWORA). This legislation created the TANF

program.

The TANF program has expanded the opportunities States have to develop and implement creative
and innovative strategies and approaches to remove families from the cycle of dependency on public
assistance and into work. Across the country, we are seeing welfare offices ransformed into
comprehensive service centers focused on work. Case managers are being energized by their success
in helping families find jobs and enter the economic mainstream. States have dramatically improved
policies to help ensure that work pays. For example, they are allowing families to keep a larger share
of their earnings, supplementing the Federal Earned Income Tax Credit with refundable State credits,
allowing ownership of more reliable automobiles, helping families accumulate assets through
Individual Development Accounts, and investing new resources in child care services.

The results are dramatic:

http://www.acf.dhhs.gov/programs/ofa/funds2.htm 5/17/99




R e e T

Program Annoucement Form Page 6 of 23

o The proportion of people who are working after receiving assistance is much higher than
in the past.

o A variety of "leaver" studies conducted by the States show that 50-65% of families
leaving the rolls are working afterwards.

o The latest Census Bureau statistics show that nearly one-third of the families that were
on welfare in 1997 were working in March of 1998 — that’s 1.5 million working parents.

o Eighteen percent of clients receiving assistance now have earnings, more than double the
level in 1993.

o The amount of monthly earnings for these welfare families who are working is up from a
monthly average of $450 in fiscal year 1996 to $592 in the last quarter of fiscal year
1997.

o The number of individuals on welfare has been reduced by 46% since President Clinton
took office.

- Needs.

Even with these dramatic results, there are still individuals without work or in entry-level jobs. While
these jobs typically pay more than welfare, they may leave families with incomes that are too low or
too erratic to escape poverty. Some studies are showing that, within a year of finding jobs, 30-40% of
families are back on assistance or still combining welfare with work.

It is clear that poverty is significantly correlated with bad results for families: poor nutrition and
health, unsafe housing, dangerous neighborhoods, and inadequate cognitive development of children.
Recent findings from the New Hope demonstration program in Milwaukee demonstrate that
investments in working families -- particularly child care and health care -- can yield very impressive
results in helping families succeed in jobs and improve the well-being of children.

Under TANF, States have the flexibility and resources to contribute to these kinds of investments.

To succeed over the long run, collaboration among a range of community organizations and of
governmental agencies must occur to address how best to serve clients with needs such as
developmental disabilities, learning problems, substance abuse, mental health problems, rural
isolation, and domestic violence.

. The purposes of the TANF program

States decide the services or benefits that are to be provided using their Federal and State funds. A
State must use all of its Federal TANF and State MOE funds to meet one of the four purposes
articulated in the Federal TANF statute or, in the case of the Federal TANF funds, to continue
providing services and benefits that it was authorized to provide under its former title IV-A or IV-F
State plans (which covered Aid to Families with Dependent Children (AFDC), Emergency
Assistance (EA), Job Opportunities and Basic Skills Training (JOBS), and Supportive Services). In
brief, the four purposes are to:

1. Provide assistance to needy families;
2. End the dependence of needy parents by promoting job preparation, work and marriage;
3. Prevent and reduce out-of-wedlock pregnancies; and
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4. Encourage the formation and maintenance of two-parent families.
NOTE: i.e., financially needy under the objective criteria for need specified in the State's TANF plan.

A State may use its TANF or MOE funds for services and benefits that directly lead to (or can be
expected to lead to) the accomplishment of one of these four purposes. For example, it could fund-
special initiatives to improve the motivation, performance, and self-esteem of youth (e.g., activities
like those included in the HHS Girl Power! Campaign or sponsored by the Boys and Girls Clubs)
because such initiatives would be expected to reduce school- dropout and teen pregnancy rates.

NOTE:These are restrictions on use of funds for educational activities.

. Availability of funds

States have two primary funding sources for their TANF programs:

o The annual Federal TANF block grant; and
o Their annual State maintenance-of-effort (MOE) funds.

Both sources of funding provide significant resources for States to invest in the services that families
need to move from welfare to work, stay in the workforce, and move out of poverty. States have
received tremendous financial benefits from the flexibility available under TANF and the strong
economy. Many States have unobligated TANF funds available, giving them an unprecedented
opportunity to invest in families with significant barriers to employment, provide additional supports
for low-income working families, or design pregnancy prevention and family formation programs.

In deciding how to best use their TANF and MOE funds, it is critical that State agencies, including
agencies such as child support, transportation, housing, and child care, develop strong collaborative
relationships with businesses, local agencies, and community organizations in developing strategies
and delivering services. While States have been enormously successful in placing millions of clients
into work, efforts must extend to reach all needy families, including those that face multiple barriers
to success and who face time limits for receiving public assistance.

Considerations in Deciding Whether A Use of
Funds Is Appropriate

States should start with the assumption that they may use their funds in innovative ways to achieve
‘the critical goals laid out in the TANF statute. The following steps outline a simple step-by-step
process to follow in determining how to best use the available funds.

o Identify the benefit, service or activity the State would like to provide

The first step in the process of deciding how best to use TANF and MOE funds is to identify needs
within the State and prioritize them, This step includes identifyving needs, weighing alternative
options and strategies that address these needs (e.g., for consistency with TANF purposes and
requirements), selecting the most appropriate services and benefits, and designing programs or
activities that reflect those decisions.

e ""Assistance' versus other benefits
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If the proposed program or activity achieves a TANF purpose. the second step involves determining
the nature of the benefit. A State may choose to spend funds on activities that are considered
1"assistance’" under the Federal regulations.

NOTE: See pp. 25-26 and §260.31 of TANF rule for additional information on "assistance.” These activities are’.
subject to a variety of spending limitations and requirements -- including work, time limits, child
support assignment, and data reporting. A State may also choose to fund activities that are not
considered ""assistance.” These latter activities would not have the same requirements associated

with them.
. Eligibility

The next step is to define individual eligibility criteria (which would generally be in the form of
income and/or resource standards) for receipt of benefits. The first and second purposes of TANF
concern only "needy families” or "needy parents,” respectively, as defined by State criteria. Thus, a
State must establish financial eligibility criteria for benefits under either of these purposes. For the
third and fourth purposes, a State may use Federal funds to provide services to both needy and non-
needy families that are consistent with those purposes.

. Use of Federal or State funds

The State must then decide how to fund the desired program benefits and services. This decision will -
determine what specific requirements apply and whether a particular use of funds is appropriate.

All State expenditures claimed under the MOE requirements must be made with respect to "eligible
families.” These families need not actually be TANF recipients in order to receive services or
benefits funded with MOE dollars; they need only be financially eligible for the service or benefit
(and have a minor child living with an adult relative in the home). The definition of "eligible
families" is very similar to that of "needy families"; eligible families are families that meet the
income and resource standards in the State plan. In addition, they must be either: (1) eligible for
TANF; or (2) eligible for TANF, but for the five-year time limit on federally funded assistance or the
restrictions on benefits to immigrants found in title IV of the 1996 welfare law (Public Law 104-193).

In addition, the State may count as MOE only the qualified expenditures that exceed its program
spending in 1995. This limitation is referred to as the "new spending test." '

A State may expend Federal funds, but not State MOE funds, for activities that were previously
authorized under its IV-A or IV-F plans, but which are not otherwise allowable under TANF
(including juvenile justice and/or State foster care maintenance payments).

. General limitations

The final step in determining how best to use the available TANF funds is to determine what
requirements, limitations, and restrictions apply to the selected activities or services. The last two
sections of this guide outline the statutory requirements, restrictions and cost principles that apply.
For example, they address the requirements associated with "assistance' for certain clients, the
administrative cost caps, the medical services prohibition, and general appropriations principles.
Specific questions on these limitations can be directed to the ACF Regional Offices for clarification.

Federal TANF Funds
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o Flexibility to meet program goals

The TANF program gives States broad flexibility to make program and funding decisions that they
believe will best support the goals of the program and their individual circumstances. They may use
Federal funds for a wide array of services and benefits that were previously allowable only through
specific, categorical programs. States should view their Federal TANF grant as a source of funds that
they may use creatively to support work and the efforts of low-income working families, promote
marriage, and reduce and prevent out-of-wedlock childbearing. In support of these goals, they may
use their funds to fill gaps in the service delivery system, integrate program services, and supplement
or enhance the services available through other programs.

Key features of the TANF program include:
o Ability to tailor services

Under the prior public assistance program, all families in similar circumstances of need were entitled
to a standard package of basic benefits and services. Under TANF, States have the ability to offer
services to some, but not all, families and to tailor services and benefits so that they better address the
needs of individual clients. They also have the ability to make adjustments in the services they offer,
depending upon funding availability and other factors. However, under their TANF State plans, -
States must set forth the objective criteria for the determination of eligibility and the delivery of
benefits and for the fair and equitable treatment of clients.

e State discretion about eligibility

States may set different financial eligibility criteria for different types of benefits in order to increase
the number of families they help to become self-sufficient. For example, States may set higher
income standards to establish eligibility for transitional benefits (i.e., for those no longer receiving
cash assistance) in order to provide these families child care, transportation, and other job retention
and advancement services. For instance, States may limit eligibility for TANF cash assistance to
families with income below poverty, while making transitional child care and transportation services
available to families with incomes up to 185% of the poverty line. By adopting these different
standards, States may provide work supports to a broader range of low-income, working families.

Under this principle, a State can set different financial eligibility criteria based on any number of
categorical distinctions. For example, as we indicated above, States may apply different standards for
"assistance" than for other types of benefits or services. Also, where appropriate, a State may deem
specific groups financially eligible for particular services if there is a categorical, factual basis (for
example, homelessness) for determining financial need.

o Continuation of waiver policies

A State that had a welfare reform waiver(s) approved before enactment of PRWORA may continue to
operate its program under some or all of those waivers rather than the TANF rules. For States that
elect this option, the provisions or requirements of TANF that are inconsistent with the waiver are not
effective until the applicable waivers expire.

o Limited Federal rules
Under TANF, the Federal government may not regulate State conduct or enforce any provision
except to the extent expressly provided by law. Consistent with the principle of State flexibility in

program design, the final TANF rules regulate only where Congress specifically directed the
Department of Health and Human Services to do so or where the Department is charged with -
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enforcing penalties.
o Use of Federal TANF funds

State, local, and Tribal TANF agencies, or private organizations providing services under contract
with the TANF agency. may use Federal TANF funds in one of three fundamental ways:

1. For the purposes of TANF

Under this provision, allowable expenditures for particular activities, benefits, or services consist of -
‘those that are "in any manner reasonably calculated to accomplish” any one of the four purposes of
the TANF program. Activities, benefits, or services that are reasonably calculated to accomplish a
TANF purpose are those that directly lead to (or can be expected to lead to) achievement of a TANF
purpose. This language includes all activities that are obviously related to a purpose. It also includes
activities whose relationship to a purpose may not be obvious, but for which there is evidence that it
achieves a purpose. For example, there is a clear statistical relationship between staying in school and
lower teen pregnancy rates. Thus, we would conclude that special initiatives to keep teens in school
are reasonably related to the third purpose of TANF - to reduce out-of-wedlock pregnancies.

States may use Federal TANF and State MOE funds in accordance with this principle for a variety of
eligible activities.

The four purposes are:

a. To provide assistance to needy families so that children may be cared for in their
own homes or in the homes of relatives;

Spending to achieve this purpose covers only needy families so children may live with
their parents or other relatives. It does not cover children living with non-relatives. A
needy family is one that meets the income and/or resource standards established by the
State in its TANF plan. A State may establish a variety of income and resource standards
for "assistance' and other services and benefits.

Spending under this purpose is not limited to benefits that are within the regulatory
definition of "assistance." A State may provide other services in support of this
purpose. For example, funding of home repairs or food banks to provide groceries to
needy families would be consistent with the purpose, even if the benefits provided do not
fall within the definition of "assistance."

b. To end the dependence of needy parents on government benefits by promoting job
preparation, work, and marriage;

Under this purpose, a State could help any needy parent, including a noncustodial
parent or a working parent, by providing employment, job preparation, or training

~services. Examples of potential services include job or career advancement activities,
marriage counseling, refundable earned income tax credits, child care services, and
employment services designed to increase the noncustodial parent's ability to pay child
support. Activities that promote any one of the three objectives — job preparation, work,
and marriage -- would be consistent with this purpose.

Like a needy family, a needy parent must meet the income and ‘or resource standards
established by the State in its TANF plan.

The following example illustrates how some of the funding principles would apply in
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meeting this TANF purpose.

A State agency determines that there are insufficient child care services available for the
pre-school age children of working needy parents. A Head Start facility can meet this
need. The TANF agency could contract with the Head Start grantee to provide child care
services for a number of TANF families who are not enrolled in Head Start or to provide
expanded hours of child care services for TANF families whose children are enrolled in

the Head Start program.

The State agency may pay for these services with Federal TANF or State MOE funds.
(However, the Head Start grantee must account for the TANF and MOE funding
separately from its Head Start funding and must also be able to identify the needy or
eligible families served with the TANF or MOE funds.)

¢. To prevent and reduce the incidence of out-of-wedlock pregnancies and establish
annual numerical goals for preventing and reducing the incidence of these
pregnancies; and

Neither this purpose nor the following purpose (related to family formation) is limited to
needy families or individuals. Thus, a State may use Federal TANF funds, but not MOE
funds, to serve non-needy families or individuals for either of these two purposes.
However, the State must establish objective criteria for the delivery of services to the
non-needy.

Potential activities that would be reasonably calculated to accomplish this purpose
include abstinence programs, visiting nurse services, and programs and services for
youth such as counseling, teen pregnancy prevention campaigns, and after-school
programs that provide supervision when school is not is session. A State may also fund a
media campaign for the general population on abstinence or preventing out-of-wedlock
childbearing.

d. To encourage the formation and maintenance of two-parent families.

A significant share of TANF families consists of unmarried mothers with low skills who
live with their children apart from low-skilled, underemployed fathers. Many of these
fathers are involved in the lives of their children and provide some financial support, but
would like to do much more. Historically, however, the fathers have found limited
employment opportunities, and welfare rules have worked to discourage family
formation and fuller involvement of these fathers in the lives of their children.

This fourth TANF purpose offers the opportunity to address these issues. Some activities
that are reasonably calculated to accomplish this purpose might include parenting skills
training, premarital and marriage counseling, and mediation services; activities to
promote parental access and visitation; job placement and training services for
noncustodial parents; initiatives to promote responsible fatherhood and increase the
capacity of fathers to provide emotional and financial support for their children; and

crisis or intervention services.
2.Previously authorized activities

This statutory provision allows States to use Federal TANF funds for specific activities that had been
previously authorized based on an approved title [V-A or IV-F plan and using the same eligibility
criteria contained in the approved plan. While the purposes of the TANF program are very broad,
some activities that are not now permissible had been included in a State’s approved AFDC plan,
JOBS plan, or Supportive Services plan as of September 30, 1995 (or, at State option, as of August
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21. 1996). Examples of such activities are juvenile justice and certain State child welfare and foster-
care activities that were included in many States’ approved plans. A State may continue to provide
these services or benefits that were previously authorized, notwithstanding the prohibitions in
PRWORA (under section 408 of the Social Security Act). For example, if a State's approved AFDC
plan as of September 30. 1995. allowed it to assist children in the juvenile justice system, then it may
continue to use TANF funds for such activities even though the child is not living with a parent or,
other adult caretaker relative.

In providing previously authorized services, a State must choose one of these two dates (i.e., either
9/30/95 or 8/21/96). It should consider two things in deciding which date to choose. First, if it
previously covered juvenile justice services under its Emergency Assistance program and wants to
continue to do so under TANF. it must elect the September 30, 1995, date. Since the Department
notified States that juvenile justice services would no longer be approved in a State plan on
September 30, 1993, juvenile justice activities would not be allowable if a State elected the August
1996 date. Second, if a State significantly amended its State plan after September 30, 1995, to expand
coverage of child welfare or State foster care services or to provide other expanded benefits, it must
choose the latter date if it wants to continue those benefits under TANF and they are not otherwise
allowable.

3.Transfers

A State may transfer a total of up to 30% of its TANF funds for a fiscal year to the Child Care
Development Fund (CCDF) and the Social Services Block Grant program (SSBG). However, it may
transfer no more than 10% (4.25% beginning in fiscal year 2001) of the grant amount for a fiscal year
to the SSBG. If a State transferred 10% of its annual TANF grant to SSBG, then it could transfer up
to 20% of the annual grant to CCDF. Once a State transfers funds to either program, it must use the
funds in accordance with the rules of the receiving program.

Child care is critically important to accomplishing the goals of TANF. Since most States are unable
to fulfill the demand and need for child care with their CCDF funds, they should look to TANF as
another vehicle for expanding the availability of child care. They could either transfer the Federal
TANTF funds to CCDF or spend TANF and/or MOE funds directly on child care. Also, by transferring
funds or expending TANF funds on child care services, States could make additional funds available
to expand child care quality activities under CCDF. These quality activities could include funding
professional development activities, increasing payment rates to allow for better compensation of
child care workers, and establishing or enhancing incentives for providers who attain accreditation.

State Maintenance-of-Effort (MOE) Funds
» "Eligible families"

The law requires that for each fiscal vear, a State must spend State funds in an amount equal to at
least 80% of the amount it spent in FY 1994. But, if the State meets the minimum work participation
rate requirements for all families and two-parent families, then it need expend only 75% of the
amount it spent in FY 1994. Under the TANF MOE provisions, a State may expend these State MOE
funds on a wide variety of services, benefits, and supports that help families become self-sufficient.

A State must use all of its MOE funds to help "eligible families." Eligible families must meet two
criteria: (1) include a child living with his or her custodial parent or other adult caretaker relative (or a
pregnant woman); and (2) be financially eligible according to the appropriate income/resource
standards established by the State in its TANF plan. "Eligible families" includes those eligible for
TANTF assistance, as well as those who would be eligible, but for the time limit on the receipt of
federally funded assistance or PRWORA's restrictions on benefits to immigrants. Thus, "eligible
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families' may include certain non-citizens.
e Qualified activities
Qualified activities to help eligible families include:

e cash assistance. including any part of the State’s share of the child support collection on behalf
of the family that is sent to the family and disregarded in determining the family’s eligibility
for and.the amount of assistance;

e child care assistance;

« educational activities to increase self-sufficiency, job training and work (except for activities or
services that the State makes generally available to its residents without cost and without
regard to their income);

o administrative costs in connection with any of these activities, subject to a 15% limitation;

e any other services or benefits that are reasonably calculated to accomplish a purpose of the
TANF program.

Thus, a State must expend all of its MOE funds to help eligible families in a manner that is
reasonably calculated to accomplish one or more of the four purposes of the TANF program. State
spending on families that are not eligible for TANF does not count toward the State’s MOE

requirement.
o Funding options
As the following figure indicates, States may spend their MOE funds in three different ways:

e Commingled with Federal funds and expended in the TANF program. These expenditures are
the least flexible because they are subject to Federal funding restrictions, TANF requirements,
and MOE limitations.

e Segregated from Federal funds, but spent in the TANF program. These expenditures are
subject to many TANF requirements, including the work participation requirements, child
support assignment and reporting. However, time limits and Federal funding restrictions (such
as teen parent restrictions) do not apply.

o In separate State programs, operated outside of the TANF program. These expenditures are
very flexible and not subject to the general TANF requirements. However, they must be
consistent with the goals of the TANF statute and other MOE requirements. Also, they are
included within the 15% administrative cap for MOE expenditures, and they are covered by
case-record reporting requirements under some circumstances.

Given these possibilities, States have the opportunity to tailor their programs and services in ways
that are appropriate for them and best suited to address the needs of eligible families in their State.

http://www.acf.dhhs.gov/programs/ofa/funds2.htm 5/17/99




Program Annoucement Form Page 14 of 23

Potentlal Fundmg Optlons

Separate
State
Program

Segregated

Grant
TANF Gran State TANF

Transfer to:
CCDF & SSBG

Appropriate Uses of Funds

The TANF program provides tremendous flexibility for funding a wide variety of activities,
supportive services, and benefits to accomplish the purposes of the program. The following lists
identify some possible uses of Federal TANF or State MOE funds.

Support for Work Activities

¢ Provide job search. job placement, transportation, and child care services to TANF
applicants from the beginning of the TANF application period

¢ Provide work experience and case management to individuals with employment barriers,
such as little or no work history

e Subsidize wages directly or through an employer. Provide subsidies to help pay for the
creation of community jobs for needy parents in private, non-profit or community agencies

o Help unemployed needy noncustodial parent by providing job skills training, re-training, job
search, employment placement services, or other work-related services

¢ Provide job retention services or post-employment follow-up services, such as counseling,
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employee assistance, or other supportive services

o Pay reﬁigee services providers to provide linguistically and culturally appropriate services
that help refugee TANF recipients obtain employment or participate in work activities

e Provide specialized training for supervisors or job coaches in private industry on how to -
work with newly hired TANF individuals who have serious barriers to employment—or
reimburse employers for the time supervisors spend in such training

« Subcontract with business organizations or associations to expand participation of employers
in welfare-to-work initiatives and encourage the hiring of TANF recipients

« Conduct a State public awareness campaign designed to inform employers about the benefits
of hiring TANF recipients and encourage employers to alert the TANF office when they

have job openings

Child Care

e Transfer Federal TANF funds into the Child Care and Development Fund to support
"quality activities," e.g., to help child care providers attain accreditation and increase
monitoring and unannounced inspections of child care settings

o Counsel needy parents about health, safety, educational, social, and emotional development
issues to consider in selecting child care ‘

e Provide full-day/full-year high quality child care services for young children in needy
families by expanding or extending the hours of programs with high educational and
developmental standards, such as Head Start and accredited pre-kindergarten

o Increase child care subsidy levels, especially for infant and toddler care, to expand the
availability of care for needy families

o Increase child care payment rates for child care offered during non-traditional hours in order
to expand the availability of such care

o Expand child care staff recruitment activities to increase the availability of care for needy
families, especially in areas of short supply such as care for children with special needs,
sick-child care, care in rural areas, and care during non-traditional work hours

 Fund after-school and summer recreation activities that provide supervision and
developmental services for children and youth while their needy parents work

Transportation

« Provide transportation allowances to cover incidental expenses and participation-related
expenses for unemployed families

e Provide transit passes or tokens

o Arrange with another agency to use its buses or vans or share in the costs of purchasing
transportation services '
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Invest in reverse commute projects and other local initiatives to improve the existing
transportation network so that needy parents can access jobs

Reimburse clients for mileage, auto repairs. or auto insurance to facilitate finding
employment and job retention

Contract with a private organization or service to refurbish previously owned cars and
provide the cars to TANF recipients or provide financing support that enables recipients to

purchase a car

Subsidize costs of transporting needy children to child care

Education and Training

Train employed recipients, former recipients, and noncustodial parents in job-related
vocational and literacy skills needed for regular, full-time employment

Fund education or job training activities at colleges and secondary and technical schools that
promote advancement to higher paying jobs and self-sufficiency

Share with employers the costs of on-site education, such as ESL or literacy classes

Provide classes for new, unskilled, and semi-skilled workers to teach new skills or enhance
existing skills in order to improve their chances of job retention and advancement

Mental HealthlSubstance Abuse

Use Federal TANF funds to provide appropriate counseling services (e.g. mental health
services, anger management counseling, non-medical substance abuse counseling services) to
family members with barriers to employment and self-sufficiency

Use Federal TANF or State MOE funds to provide non-medical substance or alcohol abuse
services, including room and board costs at residential treatment programs

Use State MOE funds (that have not been commingled with Federal TANF funds) to pay for
medical services (e.g., for treatment of substance or alcohol abuse not paid by Medicaid) or
to provide medical coverage for families that lack medical benefits (e.g., for families
ineligible for transitional Medicaid or for adults whose children are served by Medicaid or

CHIP)

Domestic Violence

Use TANF or MOE funds to help victims of domestic violence relocate somewhere else in
the State or outside the State where employment or safe housing has been secured

Collaborate with domestic violence service providers to screen and identify victims; develop
safety and services plans; provide appropriate counseling, referrals and other related
services; determine the need for waivers of TANF program requirements; establish
procedures that will maintain confidentiality of case-record information and ensure safety;
and develop appropriate staff training
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NOTE: IDA benefits are not "assistance.” Also, IDA benefits and assets may be disregarded in determining TANF
eligibility and benefits.
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Developmental and Learning Disabilities

Arrange for the State’s vocational rehabilitation agency or similar provider to provide
assessment, evaluation, assistive technology and equipment, and vocational rehabilitation ",
services to needy individuals who have physical or mental disabilities, but would not
otherwise receive services (Such services may also be important to parents or caretakers who
receive SSI, while their children receive TANF.) :

Provide cash assistance during the waiting period for SSI benefits for a disabled parent or
disabled child in the family

Enhancing or Supplementing the Family Income or
Assets

Make loans to needy families to provide stable housing, secure a car, or for other reasons
that are reasonably calculated to meet a purpose of the program

Create a State refundable Earned Income Tax Credit Program, using State MOE funds to pay
for the refundable portion of the credit

Fund a supplemental unemployment insurance program for unemployed workers in needy
families who are not eligible for benefits under the State’s regular unemployment insurance

program
Provide stipends to needy parents who combine education/training and work
Increase earnings disregards for employed parents and adult caretaker relatives

Match the contributions of TANF eligible individuals in Individual Development Accounts
(IDAs) developed either under the TANF provisions or the Assets for Independence Act of

1998

Pass through to the family (and disregard) some or all of the State’s share of the assigned
child support collection or pass through the full amount of the child support collection by
using the State’s share of the assigned child support collection for part of it and using
additional State MOE funds to pay the remainder

Provide weatherization assistance or pay for home repairs

Provide rental assistance, including security deposits, application fees, and payments of back
rent to prevent evictions

Provide a moving allowance (e.g., when a needy adult family member secures a job that is
not close to the family's home)

Inform families about the availability of the Earned Income Tax Credit and other ongoing
supports for working families -- including food stamps, Medicaid, and child care
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Child Welfare

o Collaborate with the child welfare agency to identify and serve children in needy families
who are at risk of abuse or neglect (e.g., family counseling. vocational and educational -
counseling, and counseling directed at specific problems such as developmentally disabled

needs)

o Provide cash assistance to needy caretaker relatives or provide appropriate supportive
services (e.g., referral services, child care, transportation, and respite care) to caregiver
relatives who can provide a safe place for a needy child to live and avoid his or her
placement in foster care

o Screen families who have been sanctioned under TANF for risk of child abuse or neglect and
provide case management services designed to eliminate barriers to compliance

Family Formation and Pregnancy Prevention

o Fund responsible fatherhood initiatives that will improve the capacity of needy fathers to
provide financial and emotional support for their children

o Provide parenting classes, premarital and marriage counseling, and mediation services

« Provide counseling services or classes that focus on teen pregnancy prevention

o Fund State or local media campaigns to encourage young people to delay parenting or to
encourage fathers to play a responsible role in their children's lives

» Change TANF eligibility rules to provide incentives for single parents to marry or for two-
parent families to stay together

Community Development

o Issue grants to local welfare planning councils for their use in addressing TANF recipient
needs within a specific locale

o Provide loans to small businesses if they agree to hire and train TANF recipients

e Fund a micro-enterprise development initiative

 Fund Community Development Corporation (CDC) projects or community-based
organizations that employ TANF clients, e.g., by covering the appropriate share of planning,
development, and implementation costs

General

e Use Federal TANF funds for activities for which the State had been specifically authorized
per the State’s approved AFDC plan, JOBS plan, or Supportive Services plan as of
September 30, 1995, or, at State option August 21, 1996 -- e.g., foster care or juvenile
justice activities
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e Use funds to purchase food stamps from the U.S. Department of Agriculture for legal aliens
who are not eligible for benefits under the Federal food stamp program

¢ Provide outreach activities that will improve access of needy families to medical benefits .
provided under the Medicaid or CHIP programs .

o Contribute State MOE funds to Tribal TANF programs

¢ Provide training to counselors in employee and family assistance programs about the needs
of the population leaving welfare

Additional Considerations

o The definition of "assistance"

o Why it matters

The word "assistance" and the phrase "families receiving assistance” are important because most
of the prohibitions, restrictions, and requirements in the Act apply only when clients are receiving
"assistance." For example, all families receiving TANF "assistance' (whether funded with Federal
TANTF or State MOE funds) must meet work participation and child support cooperation
requirements. Few of the TANF program rules pertain to needy families served outside of the State’s
TANF program, in a separate State or local program. Also, few program rules pertain to families
receiving benefits or services that do not constitute "assistance."

e Whatis included

" Assistance' includes benefits directed at basic needs (e.g., food, clothing, shelter, utilities,
household goods, personal care items, and general incidental expenses) even when conditioned on
participation in a work experience or community service activity. It also includes child care,
transportation, and supports for families that are not employed. ("Assistance" is defined in §260.31
of the TANF final rule.)

. Wh‘at is not included

" Assistance' excludes:
e child care, transportation, and other supportive services provided to families that are employed;
e nonrecurrent, short-term benefits, which: (1) are designed to deal with a specific crisis situation
or episode of need; (2) are not intended to meet recurrent or ongoing needs; and (3) will not
extend beyond four months;
e work subsidies;
¢ refundable earned income tax credits;

e contributions to, and distributions from, Individual Development Accounts;

e education or training, including tuition assistance (although stipends or allowances to cover
living expenses would constitute "assistance™);
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e other services such as counseling, case management, peer support, child care information and
referral. transitional services. job retention. job advancement, and other employment-related
services that do not provide basic income support; and

e transportation benefits provided under a Job Access or Reverse Commute project to an
individual who is not otherwise receiving "assistance."

¢ Restrictions on the use of funds

e General prohibitions

When planning for the provision of new or expanded services, supports, and activities, States should
be aware of certain statutory requirements, restrictions, and cost principles that apply to the use of
Federal TANF funds. The general prohibitions and restrictions include restrictions on providing
"assistance' to certain teen parents, convicted felons, and individuals convicted of fraud; a
prohibition on expending Federal TANF funds on medical services (except pre-pregnancy family
planning); and a 15% cap on administrative expenditures. The chart attached to this paper
summarizes the major restrictions and requirements that apply to Federal and State expenditures.

o Application of general Federal grant rules

o Any use of Federal TANF funds must be consistent with TANF purposes and applicable TANF
rules.

o A State may not use Federal TANF funds to satisfy a cost-sharing or matching requirement of
another Federal program unless specifically authorized by Federal law. However, to foster
expenditures on transportation services that could help low-income families access
employment, section 3037 of the Transportation Equity Act for the 215 Century (Pub. L. 105-
178) specifically allows States to use Federal TANF funds (up to a statutory limit) to help meet
cost-sharing requirements under the Job Access program.

o A similar general restriction applies to State MOE funds; i.e., funds used to meet Federal cost-
sharing requirements in other programs are generally not allowable as MOE. However, the
Social Security Act specifically permits a limited amount of State funds expended to meet the
State’s CCDF Matching Fund requirement to count toward the State’s MOE. The amount that
may be double-counted is limited to the State’s CCDF MOE level.

o Under the statute, States have specific authority to transfer a limited percentage of their Federal
TANF funds to CCDF or SSBG. States may not transfer TANF funds to another federally
funded program without specific statutory authority. (Transfer of funds means turning over the
funds authorized under one program for use by administrators of another program. It also
means that transferred funds are blended with other Federal funds directly awarded to the
receiving program and become subject to the rules of the receiving program.)

o To carry out one of the statutory purposes of the TANF program, States may contract for
expansions of services in other federally funded programs, unless it would violate
Congressional intent. (Examples of possible expansions would be to contract with: (1) Head
Start centers for more full-day, full-year services or infant and toddler care; or (2) adult
education programs for additional ESL classes. However, States could not contract to use
Federal TANF funds for inoculations; there is a specific statutory prohibition on using Federal
TANF funds to provide medical services.)

o While a State may contract for services or benefits, it may not directly transfer TANF funds
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into the other program.

A State may not use Federal TANF or State MOE funds to supplant or satisfy required State
matching requirements in other programs. However, a State may generally spend TANF funds
and MOE funds to supplement the services provided by other programs.

Although States have considerable flexibility to expend TANF funds consistent with the
purposes of TANF, the statutory language indicates that Congress intended for States to
continue to operate their child support enforcement, foster care, and adoption assistance
programs under titles [V-D and I'V-E of the Social Security Act. Thus, use of TANF or MOE
funds to supplant State spending in these programs is not allowable.

- Any costs charged to the TANF program must be necessary, reasonable, and allocable to the
program.

Office of Management and Budget (OMB) cost principles (in Circular A-87) also address the
requirements and bases for allocating costs that may be associated with more than one Federal
program or a non-Federal program. Basically, total allowable costs can consist of direct and
indirect costs. A cost is either direct or indirect; it cannot be both. A State first needs to
determine the allowable direct costs and to assign a fair share of these costs to each program. It
must then allocate the allowable indirect costs using a methodology that accurately assigns the
costs in accordance with the relative benefits attributable to each program. The allocation of
costs must also be consistent with section 502(a)(5) of the Agriculture, Research, Extension,
and Education Act of 1998, which is designed to prevent shifting of Food Stamp administrative
costs to TANF.

A State may not use TANF funds to construct or purchase buildings or facilities or to purchase
real estate. This restriction is based on the general rule, in a long line of Comptroller General
decisions, that in the absence of specific legislative authority, appropriated funds may not be
used for the permanent improvement of property, including construction and purchase. For
example, see the decision at 42 Comp. Gen. 480 (1960).

e A State may not use TANF funds for general expenses required to carry out other
responsibilities of the State or its subrecipients (e.g., building roads).

¢ Use of reserved funds

States may reserve Federal TANF funds that they receive for any fiscal year for the purpose of
"providing assistance" under the TANF program, without fiscal year limitation. A State may only
expend reserved money: (1) within the TANF program; and (2) to provide benefits that meet the
definition of "assistance' or on related administrative costs. This limitation precludes a State from
transferring reserved funds to either the CCDF or SSBG.

General Guidance and References

For additional information on appropriate use of funds, consult the following documents:

o The final TANF Rule published in the Federal Register of April 12, 1999 (64 FR 17720).
Also available online at: http://www.acf.dhhs.gov/programs/ofa)

« Policy announcement issued by the Office of Family Assistance (refer to TANF-
ACF-PA-97-1, dated January 31, 1997) containing guidance about State spending
requirements, known as maintenance of effort (MOE) (available at
http://www.acf.dhhs.gov/news/welfare/)
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o Joint guidance issued December 23, 1998, regarding the ways in which TANF,
Welfare-to-Work, and Job Access funds can be used to help States and communities
provide transportation services to eligible individuals (available at
http://www .acf.dhhs.gov/programs/ofa/pa-98-5.htm)

« Office of Management and Budget (OMB) Circular A-87 describes the principles
that apply for determining allowable costs. Generally, OMB-A-87 provides that
costs must be both "reasonable and necessary." The cost principles of OMB Circular
A-87 are designed to ensure the fair and equitable expenditure of both Federal and
state funds. (Available at:
http://www.whitehouse.gov/WH/EOP/OMB/html/circular.html)

« HHS guide on cost principles entitled Cost Principles and Procedures for Developing
Cost Allocation Plans and Indirect Cost Rates for A greements with the Federal
Government (ASMB C-10), which is an implementation guide for Office of
Management and Budget (OMB) Circular A-87. (For a copy of the HHS guide go to
http://www.hhs.gov/progorg/grantsnet/index2.htm)

o TANF Program Compliance Supplement to OMB Circular A-133 (available in Part 4
of the compliance supplement for Dept. of Health and Human Services Programs at:
http://www.whitehouse.gov/WH/EOP/OMB/Grants/A133_Compliance/98toc.html)

o Information on Fatherhood Initiatives is available at

http://www.calib.com/peerta/tareports/tele3.htm

« Information on "Supporting Families in Transition: A Guide to Expanding Health
Coverage in the Post-Welfare Reform World" is available at
http://www.acf.dhhs. gov/news/welfare/welfare.htm and

http://www.hcfa.gov/medicaid/wrdl3229.htm

Overview of TANF Provisions under Different Funding Configurations

Federally Funded TANF ~ TANF Programs Funded With Separate State

Provision : Programs Segregated State Funds Programs
Covered by State plan : Yes Yes i No
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: TANF plan 0 Yes Yes | Yes
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